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Financial Market

Financial markets i1s the market,which act as an
intermediary and makes possible the transfer of funds
from the savers to investors .Business needs finance
for both fixed and working capital requirements.
Financial markets consists of two major segments-(1)
Capital Market (the market for medium and long term
funds) and (2) Money market (the market for short term
funds)




Functions of Financial Market

1. Mobilization and channelizing the savings
into the most productive uses

2. Facilitating price discovery
3. Providing liquidity to financial asset
4. Reducing the cost of transaction




Functions of Financial Market

1. Mobilization and channelizing the savings
into the most productive uses

Financial market facilitates transfer of savings from
people (savers) to investors. Financial offers different
Investment avenues to savers and help to channelise
their savings into most productive use.

/" ale Bank of India /CICI Bank

A ]‘ﬁ > Rehance 'I'

x £ 3 'E’ IndlanOII Industries Limited I A I A
S "-;;-.

Most of the companies raise their major

portion of capital from share market.



Functions of Financial Market

2. Facilitating price discovery

Financial market helps Iin creation of financial assets by
Issue shares and debentures and also helps in
establishing the price of financial assets.
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Functions of Financial Market

3. Providing liquidity to financial asset

Financial market provides liguidity to financial assets by
facilitate easy purchase and sale of financial assets. It
helps the investors to convert their securities into cash.




Functions of Financial Market

4. Reducing the cost of transaction

The valuable information about securities are provided
through financial market. It is very helpful for buyers and
sellers of financial securities and they can save their
time, efforts and money in their dealings.

Stewardship Financial Corp ( SSFN )
begin trading ex-dividend on July 31,
20158 A cash dividend payment of $0.1

/’ber share is scheduled to be paid on
August 15, 2018. Shareholders who
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date are eligible for the cash dividend
navment This marks the 10th nuarter




Types of Financial Markets

There are broadly two types of financial markets in an
economy :-

1.Money market
2.Capital market

Classification of Financial Markets

FINANCIAL MARKET

MONEY MARKET CAPITAL MARKET

rimary market Secondary Market
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Types of Financial Markets

1.Money market

Money market is a market for short term funds. It deals in
monetary assets whose maturity period is up to one year.
Treasury bills, commercial paper, call money, certificate
of deposits etc.are important financial instruments in call
money market. RBl,commercial banks,Mutual Funds etc
are main participants in the Money market.
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Money Market Instruments

1.Call Money |

2.Treasury Bills (T-Bills) MARKET Q
INSTRUMENTS [ ¥ 4

3.Commercial Paper (CP)  LallblAL AL L

4.Certificate of Deposit (CD)

5.Commercial bill/Trade bill/Bill of Exchange




Money Market Instruments

1.Call Money

Call money is short term finance repayable on demand, with
a maturity of one day to 15 days. It is a market for extremely
short period loans. The day to day surplus funds, mostly of
banks are usually trades as call money. The interest rate
paid for call money loans is known as the call rate.
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3.54

option of either lender or the borrower. 53




Money Market Instruments

2.Treasury Bills (T-Bills)

These Bills are issued by Reserve Bank of India (RBI) on
behalf of the Government of India to meet its short term
requirements of funds. These are short term credit
iInstruments for a period of less than one year. These are
sold to the banks and the public. Treasury bills are
negotiable instruments and freely transferable.

< ONE YEAR Government of India




Money Market Instruments

3.Commercial Paper (CP)

Commercial Paper is a short-term, unsecured money
market instrument, issued as a promissory note by big
business firms having excellent credit ratings. It has a
maturity period of 15 days to one year.lt is a source of
short term funds for seasonal and working capital
requirement is available for a minimum amount of Rs.
5,00,000 lakh or multiples thereof.

Reputed
C cfvﬁpa/ny Promissory Note '
1 To 15
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Money Market Instruments

4.Certificate of Deposit (CD)

A certificate of deposit (CD) Is an unsecured and
negotiable money market Iinstrument issued by
commercial banks or selected financial Iinstitutions
against the money that is deposited. The period of these
deposits ranges between 91 days to one year.CP is
available for a minimum amount of Rs. 1, 00,000 lakh or
multiples thereof. It is suitable when the deposit growth of
banks is slow but the demand for credit is high.
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Money Market Instruments

5.Commercial bill/Trade bill

It is a short term negotiable instrument, which is used to
finance the credit sales of the firm. Trade bill is issued by
the seller (drawer) on the buyer (drawee) for the value of
goods delivered by him. These bhills are of 30 days, 60
days or 90 days maturity.

Supplier Customer

Supply of goods / services

Trade bill can be
discounted with
banks. When a trade

Drawer Drawee

GEENC Issuance o fa (Debtor / Payor)

bill is accepted by a

commercial bank it
Payee IS khown as a
R commercial bill.

Usually the drawer
or his Bank




Types of Financial Markets

2.Capital market

Capital market refers to facilities and institutional
arrangements through which which long-term funds,both
debt and equity are raised and invested. The maturity
period of these securities are more than one year. Joint
stock companies, stock exchanges, development banks,
commercial banks, foreign investors and retail investors are
the participants of capital market. A well established capital

market is essential for economic development of a nation.
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Difference between

Money Market and Capital Market

Meaning

1.Instruments

2.Participants

3.Duration of
Securities

4.Return

5.Price

Market for short term
funds

CP,CD,T-Blills,Trade bills
etc

RBI,Commercial
banks,NBFC,State
Government,Companies,
Mutual Funds

Deals short term securities

Low risk & less return

Determined by
management

Market for Long term funds

Equity Shares,Preference
Shares,Debentures,Bonds

Stock Exchange,
companies,Development
banks,Commercial
banks,Fll's,Investors

Deals long term securities

High risk & high return

Determined by demand and
supply for the security



Impact

Process

Location

Purpose

Securities

Difference between
Money Market and Capital Market

Money Market

It directly promotes capital
formation in the economy

In primary marketing only
buying,no selling of securities

It has no fixed geographical
location

Securities are issued to raise
funds from public

New

Capital Market

It indirectly promotes capital
formation as it ensures liquidity to
existing securities.

In secondary market both buying and

selling of securities regularly

It is located at fixed places

Securities are traded for investment
and speculative purpose

Second hand



Types of Capital Market

The capital market can be divided into two segment:-
1.Primary market

2.Secondary market

Financial

M ar kEt Short Term,
| / Governed By RBI

| l

Long Term,
Governed by SEBI

Capital Money
Market Market

. J

New Securities
Issued [ |

Issued Security

Secondary
Trade

Market

Primary
Market




Types of Capital Market

1.Primary market

This Iis the market for new securities. In primary market
companies issues shares,debentures and bonds directly to
Investors and collect required funds. Here buyers get new
securities,so It Is also called new issue market. In primary
market company collect money and investors get new securities
directly from company .Those who are assisting the activities of
primary markets are underwriters, share brokers, stock
exchanges, merchant bankers etc.

Prlmary & SEWLERAELCGIEN « Primary market deal with new
securities.

-y « In Primary Market contact is

LILIL between company and the

’E’z_"E $$$$ investors,in secondary market it is
between investors.

| s ey + In Primary Market company get
‘ cash and investors get new shares.

PRIMARY MARKET SECONDARY MARKET




Methods of issuing securities In the In

Primar
1.Public issue through prospectus
2.0ffer for sale
3.Private placement
4.Right issue
5.e-IPOs

PUBLIC




Methods of issuing securities in the In

Primary Market

1.Public issue through prospectus

Under this method, the company invites the general public
to subscribe its shares or debentures through issue of
‘prospectus’. The ‘prospectus’ contains everything about
the company and public issue. These details help the public
to understand and evaluate the earnings potential and risk
In the proposed investment. This method requires bankers,
brokers and underwriters to work as intermediaries. It is an

expensive method. - Most popular method

> Require advertisement
and assistance of
brokers,bankers
underwriters etc

> Prospectus is an
Invitation, it helps to
iInform and attract the
Investing public

ncHOMYRONN




Methods of issuing securities in the In

Primaryvy Market
2.0ffer for sale(OFS)

It is an indirect way of selling securities to the public.
Under this method the entire lot of securities are first
sold to an intermediary at a fixed price. The intermediary
may be issuing houses or stock brokers. The intermediary
then resells these shares to the investing public at a
higher price. The issuing company thus saved from the
tedious process involved in making public issue.

LODHA GROUP o _ The difference
PLANS AN IPO ¥ 1 Be @ between purchase
« Lodha Group Plans Filing Rs 5,000 U r ﬁ prlce and Selllng

Cr IPO This Week _ price is the profit
« IPO Will Have Both Fresh Issue, OFS CAFFER FOK DALE
« Kotak, CLSA , JM Fin, Morgan 3 t ESE. NSE _(Turn) i Of the
Stanley Lead Bankers To Lodha Grp |nterm9dlary.
IPO




Methods of issuing securities in the In

Primary Market

3.Private placement

Private placement Is the allotment of securities by a
company to institutional investors like LIC,UTI etc. and
some selected individuals. This method helps to raise
capital more quickly than a public issue through
prospectus. Companies which cannot afford a public
Issue can choose private placement.

> It is a way of selling securities to
private investors.

_ | > It ensures shares available to only a
Private | limited number of suitable investors.

Placement | - Does not require 'underwriting'.

> It is beneficial to all types of

companies because it is less
expensive and less time consuming.




Methods of issuing securities In the Iin

Primary Market
4.Right issue

A rights Issue is an invitation to existing shareholders to
purchase additional new shares in the company In
proportion to their existing holdings. Right issues are
offered when an existing company issues additional
shares(FPO) to increase their capital. It is generally
offered at a price below the current market price.to
exercise this right.

> It is only a right,there is no obligation
to exercise this right.

> It Is chance to existing shareholders to
purchase additional new shares in the
company at a discounted rate.




Methods of issuing securities in the In

Primary Market
5.e-IPOs

It refers to issuing securities through on-line system of
stock exchange .SEBI registered brokers have to be
appointed for the purpose of accepting applications and
placing orders with the company. The issuing company
should also appoint a registrar to the issue. The share can
be listed in any stock exchange other than the exchange
through which it has offered for its securities.

Online
IPO




Capital Market

WHAT DO THEY MEAN?

POs . FPOs

The  ever offering ~ subsequent
of subscription to the Invitation to invest in

public is called an the same business is
known as




Secondary Market

2.Secondary market

Secondary market is the market for purchase and sale of
existing or listed securities. It iIs a market in which
shares,debentures,bonds etc. which have already been
Issued by companies/Govt. are traded. Secondary market
merely transfers existing securities from buyer to seller.
The company is not a direct party in it. Secondary market
provides liquidity to existing securities and thereby
Indirectly promotes capital formation.

- Secondary market is also known as
Stock Exchange.

> It consist of buyers and sellers of
securities,brokers,stock exchange etc.

- It provide liquidity to the listed shares.

- Secondary market is essential for
primary market and vice versa




Stock Exchange

Stock Exchange is an organised and regulated financial
market where listed securities like shares,debentures,bonds
etc.are bought and sold .Here prices are determined by the
forces of demand and supply. When a business raises
capital by issuing shares, the owners of those new shares
are likely going to want to sell their stake someday. Stock
exchanges provide a ready and continuous market for the
sale and purchase of existing securities. Therefore stock
exchange is known as secondary market.

> In India there are 23 Stock Exchanges,
> Most Active Stock Exchanges NSE &

BSE
> First Indian Stock Exchange-

BSE,established in 1875,located at

Dalal Street,Mumbali
> NSE was established in 1992




Functions of Stock Exchanges

1.Providing liquidity and marketability to
existing securities

2.Determines Price of securities

3.Safety of transactions

4.Enhance economic growth of a country

5.Provides scope for speculation

6.Spreading of Equity Culture
7.Capital formation ] ..




Functions of Stock Exchanges

1. Providing liquidity and marketability to

existing securities
Main function of a stock exchange is to provide a ready
and continuous market for the sale and purchase of
existing securities. This provides both liquidity and easy
marketability to the existing securities in the market.

Ensure Liquidity 1 R
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Functions of Stock Exchanges

2.Determines Price of securities

It helps in determining the price of securities through the
forces of demand and supply. Under the existing on line
screen based electronic trading system, computer
screens display constant information on prices of
securities.

INTRODUCTION TO SBTS

On line Trading-Screen Based Trading System(SBTS)



Functions of Stock Exchanges

3.Safety of transactions

The membership and dealings of a stock exchange are
regulated by well defined existing legal frame work.
Trading is run through SEBI registered stock brokers
only. This ensures safety of transactions.

5pj
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Securities and Exchange Board of India

. e
SEBI- The watch dog of Stock Market




Functions of Stock Exchanges

4.Enhance economic growth of a country
A stock exchange iIs a market in which existing securities

are bought and sold. It provides liquidity to existing
securities. It will attract more investors In capital market

and thereby more companies can raise adequate capital
through issue of shares and debentures.

Gross Domestic Product (GDP) F“w |
Top 10 GDPs 3 ﬁ

(Billions of US$ 2015)

5Bl Card

18,124

China ki k|

Japan -4,210

Germany -3 414

j.”.'p.n.n; Thought I ﬂ

The value of everythmg a country
produces in a specific period

uk 2,853
France .2 469
india [Jj2:308
Brazil .1 903

USA
ltaly l1 842
Canada I1 615



Functions of Stock Exchanges

5.Provides scope for speculation

The stock exchange provides scope for speculation in a
restricted and controlled manner. A certain degree of
healthy speculation is necessary to ensure liquidity and
price continuity in the stock market.

Investment-Purchased 1000
SAVE N1y SPECULATE i G (S
_ Rs.1,25,000 in 2003 ,when it
DAl made IPO and sold it in the
' — year 2017 @ Rs 10,000 per
share for Rs.1 Crorel.

Speculation-Buy 100 shares of
Tata Steel Ltd @ Rs.500 per
share at 10 AM on 17-06-2019

Money Market Accounts Stocks
Savings Accounts Real Estate
Certificates of Deposit Bonds

SITACT() i Increased Risk Very High Risk

Day trading
Currencies

and sell it @472 per share on
the same day evening and make
a loss of Rs2800 (100X28)




Functions of Stock Exchanges

6.Spreading of Equity Culture

The stock exchange can play a vital role in ensuring wider
share ownership by regulating new issues, better trading
practices and taking effective steps In educating the
public about investments.

48" Rakesh Jhunjhunwala
#% (An Indian Billionaire Investor
and Trader.Net worth around
21,000 Crores)




Functions of Stock Exchanges

7.Capital formation

An active secondary market is essential for the success
of a primary market. Through primary market big
business firms raise their capital.

an:ry e Here, companies sell stocks to the public
market for the first time.

e This is done through a process known as
Initial Public Offering (IPO)

e Here, investors and traders buy and sell
stocks to each other

e The mmpanydoes not participate in
these transactions




Screen Based Trading System (SBTS)

In Stock Exchange

In order to provide efficiency, liquidity and transparency,
NSE introduced a nationwide, on-line, fully automated
screen based trading system (SBTS) in 1994, where a
member can punch into the computer the quantities of a
security and the price at which he would like to transact,
and the transaction is executed as soon as a matching
sale or buy order from a counter party is found. Here
orders are match on the basis of time and price priority.

Replace Opeﬁ‘
Outcry System 4

/Ensure Fair\
Trading

e e o2 e =




Advantages of Screen Based Trading

1.It ensures transparency
2.Increases efficiency of information

_ i Online
3.Increases efficiency of Operation vomading |
4.Wide coverage improve liquidity

9.15 AM-3.30 PM
9.A

The on-line trading system of BSE is known as BOLT (BSE's On-line
Trading System), while that of NSE is known as NEAT (National
Exchange for Automated Trading)




Advantages of Screen Based Trading

1.It ensures transparency

Electronic trading system allows participants to see the
prices of all securities in the market while business being
transacted. It ensures transparency.




Advantages of Screen Based Trading

2.Increases efficiency of information

Computer screens In Dbrokers offices display
information on share prices, historical prices, capital
market developments that influences share prices
etc.This increases the efficiency of information.

Comprehensive oSt iee st Sl Bl

Information X=SES



Advantages of Screen Based Trading

3.Increases efficiency of Operation

Electronic trading system reduces time, cost and risk of
error Involved Iin trading of securities. It increases
efficiency of operation




Advantages of Screen Based Trading

4.Wide coverage improve liquidity

Screen based trading allows people from India and abroad
to participate in stock market operations like purchase
and sale securities etc.

exist we can
N : convert our
e e share into
Sell Order Placed cash within

Demat Account Debit on T+1 2 Days

Bank Account Credited on T+2



Advantages of Screen Based Trading

5.A single trading platform

Trade takes place in all the trading centres at the same
time. Thus all the trading centres spread across the world
have been brought into a single platform, 1.e, the stock
exchange server computer.




Steps in Trading and Settlement

Procedure
1.Selection of a broker and open a trading

account
2.0pening Demat account

3.Placing the order with broker to buy/sell
securities

4.Executing the order




Steps in Trading and Settlement

Procedure
1.Selection of a broker and open a trading account

In stock exchange a person cannot purchase or
sell securities directly, it is possible only with the
help of an intermediary known as share broker.

©:0:@

Sharekhan 'MoTILAL OSWAL oy ZERODHA

Investment Services
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Firms
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Kotak Securities STOCK BROKING
AXIS SECURITIES




Steps in Trading and Settlement

Procedure
2.0pening Demat account

Demat account is an account that is used to hold shares
and securities in electronic format .The investor has to
open a ‘Demat’ account with Depository Participant (DP)
for holding and transferring securities in the demat form.

Investor

Depository

DP executes
the Buy/Sell NSDL

— of Stocks on
the
Depository Or

Example for DP-Karvy,
Geojith,Motlal Oswal
Angel Broking




Steps in Trading and Settlement

Procedure
3.Placing the order with broker to buy/sell

securities

The investor then places an order with the broker to buy
or sell shares. Clear instruction has to be given about the
number of shares and the price at which the shares
should be bought or sold.

o Yes Sir
uy Order
100 shares Share Broker
o Of RIL @
Rs.1280
Per share

Quote Asonunis, 2019 12:40:20 15T ©

Reliance Industries Limited

Series: EQ |

symbol RELIANCE  [SIM: INEOGO2AQL01B  Status: Listed
Symbol P/E: 23.09  Sectoral Index P/E: 30.84 Sectoral Inde

Current Rate -
@NSE

Investor

1,282.50 Pr.Close  Open

A 150 0.12% 1.281.00 1.286.90




Steps in Trading and Settlement

Procedure
4.Executing the order

The computer in the broker office is constantly matching
the orders at the best bid and offer price. When price
mentioned arrived in the market, the order will be
executed and it will be communicated to the broker’s
terminal. After the trade has been executed, the broker
Issues a ‘Contract Note * to the investor within 24 hours.

B Gir your order
zxrs  executed @ \

= transfer money
within a day

o

|
|-
E S

| O T o e | O
------- CONTRACT MOTE
(Capital Markot Segmant of NSE) (Pursuant to Regulation 3.5)

ﬂ e |C|Ci$£ies Limited == e |
ICICI Securities — E&-



Steps in Trading and Settlement

Procedure
5.Settlement

In this stage the investor has to deliver the shares sold or
he has to pay cash for the shares purchased. This should
be done immediately after receiving the contract note or
before the day when the broker shall make payment or
delivery of shares to the exchange. SE“\-E!‘E_"TQ

In case of Purchase e
Buyer is required to transfer money to broker,s account and
the broker then transfer it to Stock Exchange.

In our above(RIL) example it should be Rs.1,28,650
[1280*100 =128000 +650(Brokerage 0.3%+S.Tax 0.2%)].Brokerage
may vary from firm to firm The investor can hold this
Buyers broker is required to credit Share as long as he wish
100 reliance share into Buyer's Demat Account within 3
days from the date of purchase(Trading Day + 2 Day)




National Stock Exchange (NSE)

The NSE was established In 1992 and started trading
1994.NSE was the first exchange in the country to provide a
modern, fully automated screen-based electronic trading
system which offered easy trading facility to the investors
spread across the country.

It is world's 12" Largest Exchange
It is promoted by LIC,SBI.IFC,IDFC
etc.
The NIFTY 50 is the flagship index
on NSE.
Nifty consists of 50 stocks

— : representing 23 industry sectors
Turnover -NSE (18-06-2019) | It covers all parts of the country
EqU|ty(CaSh)' RS.30,918 (04§ It has no trading floor

'II:' 8;(:- Es'i;’gg’ggg gr All transactions are electronically
ora- 3-4509, | conducted

NIFTY ON (19-6-19)
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Segments in NSE

NSE provides trading in 3 different segments viz.,

1.Capital Market (CM) segment
2.Futures & Options (F&O) segment.
3.Wholesale Debt Market (WDM) segment

NSE

MNATIONAL STOCK EXCHANGE

S == .
W) A

(I

EQUITY SHARE

PREFERENCE
SHARE




Segments in NSE
1.Capital Market (CM) segment

Under this segment NSE deals with equity shares,
debentures, preference shares etc.

SHARE CERTIFICATE

" PADAM ELECTRICALS LIMITED

SECURITIES

———TYPES OF SECURITIES—— e e

Ty SHARES &mn RUPEES
-quity shares ) S T RSN o
MY aweat-Equity

Preference Shares S e
Bonds o 5

Debentures Given jdorte Cormmttal bl B

Non-Voting Shares

Right Shares DR
- Share Warrant
Bonus Shares




Segments in NSE

2.Futures & Options (F&O) segment

Futures & Options segment of NSE provides trading in
derivatives instruments like Index Futures, Index Options,
Stock Options, Stock Futures etc.

O

[Ipti!ns Trading

NIFTY M

F l.ltl.l re § l; TIONS

2 3
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Segments in NSE

3.Wholesale Debt Market (WDM) segment

The Wholesale Debt Market segment provides the trading
platform for trading of a wide range of debt securities
which includes State and Central Government securities,
T-Bills, PSU Bonds, CPs, CDs etc.

)

v bond is basically a loan

L L)
hibn et tssssasisssssssssssassses , R that an investor provides to
3 RRACLE seCuE e iy
m“mm : a company or governwent.
-

ci tegally d to c rtain on
AT tent vtk his/her deposit clearan pum.m:m-; as follows.




Bombay Stock Exchange (BSE)

The Bombay Stock Exchange (BSE) Is Asia's oldest stock
exchange. It is Located at Dalal Street,Mumbai.BSE was
established in 1875.Shares of more than 5,000 companies are
traded on BSE. Its benchmark index, the Sensitive Index
(Sensex) was launched in 1986. In 1995, the BSE launched its
fully automated trading platform called BSE On-Line Trading
system (BOLT) which fully replaced the open outcry system.

SENSEX-BSE Index

It is the Iindex of 30 well-

sound companies listed on formeny known

Bombay Stock Exchange.

as
BOMBAY STOCK EXCHANGE

SENSEX ON 19-06-19 Established in

Sensex-39112 1875




Dematerialisation

Dematerialisation is the process of converting physical shares into
electronic format. An investor who wants to dematerialise his
shares needs to open a demat account with Depository Participant
(DP). Investor surrenders his physical shares and in turn gets
electronic shares in his demat account. Depository like CDSL or
NSDL is the body which is responsible for storing and maintaining
Investor's securities in demat format. Dematerialisation was
Introduced In 1996. Now all IPOs are issued in dematerialisation
form and more than 99% of turnover Is settled by delivery in the

demat form.
DEMATERIALISATION PROCESS
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Dematerialisation-Process

1.Investor surrenders the physical certificate to DP for
dematerialisation

2.DP informs the Depository about the request

3.DP submit the physical certificate to the Registrar of

Issuing company

4.Registrar communicates with the Depository to confirm
the request

5.Dematerialisation of the certificates is done by the
Registrar

6.Accounts are updated by the Registrar and the
depository is informed about the completion of
dematerialisation

7.Accounts are updated by the Registrar and DP Is
informed about the same

8.Demat account of investor is updated by DP .Process
Completed



Dematerialisation

Dematerialisation
INVESTOR

DEPOSITORY

DEPOSITORY PARTICIPANT (DP)



Securities Exchange Board of India (SEBI)

Securities Exchange Board of India (SEBI) was set up in 1988 to
regulate the functions of securities market. SEBI promotes orderly
and healthy development in the stock market. The main objective
of SEBI is to facilitate the growth and development of the capital
markets and to ensure that the interests of Investors are
protected .SEBI is actually the watch dog to observe the activities
In the securities market and controlling them.

The market

regulator
'SEBI




Reasons for Establishment of SEBI

The capital market withnessed a tremendous growth during
1980's .With the growth Iin the dealings of stock markets, lot of
malpractices also started in stock markets such as price
rigging, ‘unofficial premium on new issue, and delay in delivery
of shares, violation of rules and regulations of stock exchange
and listing requirements. So government of India decided to
set up an agency or regulatory body known as Securities
Exchange Board of India (SEBI).It was established in 1988.
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Purpose and Role of SEBI

SEBI was set up to meet the needs of three groups:

1.Issuers

For issuers, it provides a market place in which
they can raise finance fairly and easily.

2.Investors

For investors, it provides protection of their rights
and supply of accurate and correct information on
a continuous basis.

3.Intermediaries

It provides competitive and professional market
with adequate and efficient infrastructure so that
they are able to render better service to the
iInvestors and issuers.



Objectives of SEBI

1.To protect the rights of investors and ensuring safety to
their investments.

2.To prevent fraudulent and malpractices by applying
statutory regulations.

3.To regulate and develop a code of conduct for
Intermediaries such as brokers, underwriters,etc.

4.To Regulate stock exchanges and the securities industry
to promote their orderly function




Functions of SEBI

1.Protective Function

2.Development Function 5}
3.Regulatory function
-




Protective Functions of SEBI

1.1t checks price rigging

2.Prohibits insider trading
3.Prohibits fraudulent and Unfair Trade Practices
4.Educate investors

5.Issues guidelines
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Protective Functions of SEBI

1.1t checks price rigging

Price rigging refers to manipulating prices of securities
with the main objective of inflating or depressing the
market price of securities .SEBI prohibits this practice
because this can cheat the investors.
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SEBI initiated probe in 117 new cases of market
manipulation and price rigging in FY18, says
annual report




Protective Functions of SEBI

2.Prohibits insider trading

Controlling insider trading and imposing penalties
for such practices.




Protective Functions of SEBI

3.Prohibits fraudulent and Unfair Trade Practices

SEBI always restricts the companies which make
misleading statements which are likely to induce the sale
or purchase of securities by any other person.
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Protective Functions of SEBI

4.Educate Investors

SEBI educates investors by conducting online and offline
seminars that help investors get insights on the financial
market and money management.




Protective Functions of SEBI

5.Issues guidelines

SEBI issues guidelines to protect the interest of
investors .SEBI should enforce the laws for stock
exchanges to follow.

GUIDELINES
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Development Function of SEBI

1.Training to intermediaries

2.Conducting Research

3.Stock market Reforms
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Development Function of SEBI

1.Training to intermediaries

SEBI promotes training of intermediaries of the
securities market.




Development Function of SEBI

2.Conducting Research

It conducts research and publishes information useful to
all market participants.




Development Function of SEBI

3.Stock market Reforms

It undertakes measures to develop the capital
markets by adapting flexible approach like internet
trading through registered stock brokers,made
under writing as optional etc.




Regulatory function of SEBI

1.Registration of Brokers and Agents
2.Notifications of Rules and Regulations

3.Levying of Fees

4.Regulator of Investment Schemes o

5.Inspection and Enquiries « Stock brokers

Share transfer agents

SEBI (DEPOSITORY AND PARTICIPANTS)
REGULATION ACT, 1996
- e

X!
J Features & 1Regulations €@

« Registrars [0 an issue
= Merchant bankers

« Underwriters

= Custodians

« Credit rating agencies




Regulatory function of SEBI

1.Registration of Brokers and Agents

It registers brokers, sub-brokers, transfer agents,
merchant banks etc. and control their activities.
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Regulatory function of SEBI

2.Notifications of Rules and Regulations

It notifies rules and regulations for the smooth

functioning of all intermediaries In the securities’
market.

RULES!

\*‘
1. You SHALL!
2. You WILL!

/\ ,\\/\ 3. You MUST'
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Regulatory function of SEBI

3.Levying of Fees

It levies fees, penalties and other charges for
contravening its directions and orders.




Regulatory function of SEBI

4.Regulator of Investment Schemes

It registers and regulates collective investment
schemes and mutual funds.
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Regulatory function of SEBI

5.Inspection and Enquiries

It undertakes inspection and conducts enquiries &
audit of stock exchange




Organisational Structure of SEBI

SEBI was formed in 1988 as a non-statutory body. It was made
an Autonomous and Independent Regulatory body after the
passing of SEBI Act, 1992.1t functions under the Ministry of
~Finance .SEBI has formed two advisory committees to deal with
orimary and secondary markets .These committees consist of
market players, investors associations and eminent persons.

* Appointed by Government of India

e Officers from Union Finance
Ministry

e From Reserve Bank of India

* Appointed by the Union
Government of India
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